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 INDEPENDENT AUDITORS’ REPORT 
 
 January 25, 2006 
 
 
 
To the Commissioners of the 
Washtenaw County Building Authority Board 
Ann Arbor, Michigan 
 
 
We have audited the accompanying financial statements of the governmental activities, each major fund 
and the aggregate remaining fund information of the Washtenaw County Building Authority, a 
component unit of Washtenaw County, as of and for the year ended December 31, 2005, which 
collectively comprise the basic financial statements, as listed in the table of contents. These financial 
statements are the responsibility of the management of the Washtenaw County Building Authority. Our 
responsibility is to express opinions on these financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable 
basis for our opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, each major fund and the aggregate remaining 
fund information of the Washtenaw County Building Authority as of December 31, 2005, and the 
respective changes in its financial position thereof for the year then ended, in conformity with accounting 
principles generally accepted in the United States of America.  
 
The Authority has not presented Management’s Discussion and Analysis as required supplementary 
information. The GASB has determined that such information is necessary to supplement, although not 
required to be part of, the basic financial statements.   
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Authority’s basic financial statements. The combining fund financial statements listed in the 
table of contents are presented for purposes of additional analysis and are not a required part of the basic 
financial statements. Such information has been subjected to the auditing procedures applied in our audit 
of the basic financial statements and, in our opinion, is fairly presented in all material respects in relation 
to the basic financial statements taken as a whole. 
 
 
 



 

 
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 

BASIC FINANCIAL 
STATEMENTS 
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WASHTENAW COUNTY BUILDING AUTHORITY
Statement of Net Assets and

Governmental Funds Balance Sheet
December 31, 2005

Debt Service Funds Capital Projects Funds
Ann Arbor Space Plan Space Head Other Total

District Phase IA Plan HVA Start Governmental Governmental Statement
Court Refunding Phase II Building Building Funds Funds Adjustments of Net Assets

  
Assets

Cash and cash equivalents 29$                 461$                323$         -$                     776,650$     13,031$                    790,494$            -$                  790,494$            
Deferred charges -                      -                      -               -                       -                  -                                -                         122,912         122,912              
Leases receivable - County -                      -                      -               -                       -                  -                                -                         10,906,128    10,906,128         
Leases receivable - third parties -                      -                      -               -                       -                  -                                -                         114,000         114,000              

Total assets 29$                 461$                323$         -$                     776,650$     13,031$                    790,494$            11,143,040    11,933,534         

Liabilities
Accrued interest payable -$                    -$                    -$             -$                     -$                -$                              -$                       125,129$       125,129$            
Long-term liabilities:

Due within one year -                      -                      -               -                       -                  -                                -                         1,615,000      1,615,000           
Due in more than one year -                      -                      -               -                       -                  -                                -                         9,842,755      9,842,755           

Total liabilities -                      -                      -               -                       -                  -                                -                         11,582,884    11,582,884         

Fund balances
Unreserved, undesignated 29                   461                 323           -                       776,650       13,031                      790,494              (790,494)        -                          

Total liabilities and fund balances 29$                 461$                323$         -$                     776,650$     13,031$                    790,494$            

Net assets
Restricted for debt service 13,844           13,844                
Restricted for construction 336,806         336,806              

Total net assets 350,650$       350,650$            

The accompanying notes are an integral part of these financial statements.
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WASHTENAW COUNTY BUILDING AUTHORITY
Statement of Activities and

Governmental Fund Revenues, Expenditures
and Changes in Fund Balances

For the Year Ended December 31, 2005

Debt Service Funds Capital Projects Funds
Ann Arbor Space Plan Space Head Other Total

District Phase IA Plan HVA Start Governmental Governmental Statement
Court Refunding Phase II Building Building Funds Funds Adjustments of Net Assets

Revenues
Intergovernmental revenues 40,736$           -$                    -$                    -$                     -$                -$                   40,736$          531,482$           572,218$            
Investment income 29                   530                 351                 43,692              30,207        454                75,263            -                        75,263                

Total revenues 40,765             530                 351                 43,692              30,207        454                115,999          531,482             647,481              

Expenditures         
Capital improvements and acquisitions -                      -                      -                      1,991,297         79,923        7,924              2,079,144       (87,847)             1,991,297           
Debt service:

Principal 50,000             810,000           600,000           -                       -                  525,000          1,985,000       (1,985,000)        -                         
Interest and fiscal charges 12,110             218,225           85,650             -                       -                  118,775          434,760          (159,961)           274,799              

Total expenditures / expenses 62,110             1,028,225        685,650           1,991,297         79,923        651,699          4,498,904       (2,232,808)        2,266,096           

Revenues over (under) expenditures (21,345)           (1,027,695)      (685,299)         (1,947,605)       (49,716)       (651,245)        (4,382,905)     2,764,290          (1,618,615)          
        

Other financing sources (uses)         
Payment to refunding bond escrow agent -                      -                      (11,336,730)    -                       -                  -                     (11,336,730)   11,336,730        -                         
Transfers from Washtenaw County 21,374             1,028,149        12,022,045      185,350            -                  643,736          13,900,654     (13,900,654)      -                         
Transfers to Washtenaw County -                      -                      -                      -                       -                  (39,518)          (39,518)          39,518               -                         

Total other financing sources (uses) 21,374             1,028,149        685,315           185,350            -                  604,218          2,524,406       (2,524,406)        -                         
        

Revenues and other sources over         
  (under) expenditures 29                   454                 16                   (1,762,255)       (49,716)       (47,027)          (1,858,499)     1,858,499          -                         

        
Change in net assets -                      -                      -                      -                       -                  -                     -                     (1,618,615)        (1,618,615)          

Fund balances / net assets
Beginning of year -                      7                     307                 1,762,255         826,366       60,058            2,648,993       (679,728)           1,969,265           

End of year 29$                 461$                323$                -$                     776,650$     13,031$          790,494$        (439,844)$         350,650$            

The accompanying notes are an integral part of these financial statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

The Washtenaw County Building Authority (the “Authority”) was established 
pursuant to Act 31, Public Acts of Michigan, as amended. The Authority has entered 
into various lease agreements with Washtenaw County (the “County”) and certain 
third party governments covering buildings constructed by the Authority (see Note 3).  

 
Reporting Entity – These financial statements represent the financial position and the 
results of operations of a blended component unit of the County and are an integral 
part of that reporting entity. 

 
Authority-wide and Fund Financial Statements – As permitted by GASB Statement 
No. 34, the Authority uses an alternative approach reserved for single program 
governments to present combined authority-wide and fund financial statements by 
using a columnar format that reconciles individual line items of fund financial data to 
authority-wide data in a separate column. Accordingly, this is presented in the 
Statement of Net Assets and Governmental Funds Balance Sheet and the Statement of 
Activities and Governmental Fund Revenues, Expenditures and Changes in Fund 
Balances. Major individual governmental funds are reported as separate columns in 
the aforementioned financial statements. 
 
Measurement Focus, Basis of Accounting and Financial Statement Presentation – 
The authority-wide financial information is reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when 
earned and expenses are recorded when a liability is incurred, regardless of the timing 
of related cash flows. 
 
Governmental fund financial information is reported using the current financial 
resources measurement focus and the modified accrual basis of accounting. Revenues 
are recognized as soon as they are both measurable and available. Revenues are con-
sidered to be available when they are collectible within the current period or soon 
enough thereafter to pay liabilities of the current period. For this purpose, the gov-
ernment considers revenues to be available if they are collected within 60 days of the 
end of the current fiscal period. Property taxes, franchise taxes, licenses and interest 
are considered to be susceptible to accrual. Expenditures generally are recorded when 
a liability is incurred, as under accrual accounting. However, debt service expenditures 
are recorded only when payment is due. 
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The Authority reports the following major governmental funds: 
 
 Debt Service Fund – 
  Ann Arbor District Court 
  Space Plan Phase IA Refunding 
  Space Plan Phase II 
 Capital Projects Funds:  

Huron Valley Ambulance Building  
Head Start Building 

 
Debt service funds account for the accumulation of resources for, and the payment of, 
interest and principal on bonded debt. 

 
Capital projects funds account for the use of resources, primarily bond proceeds, in 
constructing or acquiring capital assets, including buildings. 
 
As a general rule the effect of interfund activity, if any, has been eliminated from the 
authority-wide financial statements.  
 
Long-term Obligations – In the authority-wide financial statements, long-term debt is 
reported as a liability. Bond discounts, premiums, issuance costs and refunding losses 
are deferred and amortized over the life of the applicable bonds using the effective 
interest method. Bonds payable are reported net of the applicable bond discount, 
premium and deferred loss. Bond issuance costs are reported as deferred charges. 
  
In the fund financial statements, governmental fund types recognize bond discounts, 
premiums and issuance costs during the current period. The face amount of debt 
issued is reported as other financing sources. Discounts or premiums on debt issuances 
are reported as other financing uses or sources, respectively. Issuance costs, whether 
or not withheld from the actual debt proceeds received, are reported as debt service 
expenditures. 
 
Fund Equity – In the fund financial statements, governmental funds report 
reservations of fund balance for amounts that are not available for appropriation or are 
legally restricted by outside parties for use for a specific purpose. 

 
 



 WASHTENAW COUNTY BUILDING AUTHORITY 
 
 
 Notes To Basic Financial Statements 
 
  
 

 
 -7- 

 
2. CASH AND CASH EQUIVALENTS 
 

At year-end, the carrying amount of the Authority’s cash and cash equivalents, which 
were deposited entirely in the County Treasurer’s internal cash management pool, was 
$790,494. Because it is infeasible to allocate risk to individual component units or 
pool participants, aggregate cash and investment categorizations are presented in the 
County’s basic financial statements. 

 
 
3. LEASES RECEIVABLE 
 

The Authority has entered into various lease agreements with the County and other 
governments for buildings acquired or constructed by the Authority. These agreements 
generally terminate with the retirement of the related bond issues. Leases receivable 
are reported at an amount equal to the lesser of the actual bond-financed construction 
costs incurred to date or the outstanding bond principal. Annual lease payments under 
these agreements are equal to the related bond principal and interest due each year. At 
termination of a lease, title to the leased property is passed to the County or other 
government. 

 
Under the accrual basis of accounting and the provisions of FASB (Financial 
Accounting Standards Board) Statement No. 13, Accounting for Leases, the 
Authority’s leases are classified as sales leases. As a result, leases receivable are 
recognized in the accompanying statement of net assets, whereas capital assets are not. 
 
All lease agreements provide for the lessee to use, operate and maintain the property, 
at its own expense, subject to the terms and conditions of the agreements. 

 
 
4. COMMITMENTS 
 

The Authority has $776,650 in capital projects fund balance at December 31, 2005, 
which is committed for construction or building acquisition that will occur in 2006 and 
succeeding years.  
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Year Principal Interest

2006 1,615,000$   373,160$       
2007 1,705,000     322,947         
2008 1,090,000     267,909         
2009 1,065,000     241,813         
2010 1,100,000     214,437         
2011-2015 3,860,000     584,063         
2016-2020 900,000        221,250         
2021-2025 425,000        30,625           

11,760,000$ 2,256,204$    

 
5. LONG-TERM DEBT 

 
The Authority issues general obligation bonds to provide funds for the construction 
and acquisition of major capital facilities. The original amount of general obligation 
bonds issued in prior years was $32,345,000. No new general obligation bonds were 
issued during the year, although one issue was refunded by the County. 
 
General obligation bonds are direct obligations and pledge the full faith and credit of 
the government. These bonds generally are issued as 15 to 20-year serial bonds with 
varying amounts of principal maturing each year. General obligation bonds currently 
outstanding are as follows: 

Annual debt service requirements to maturity for general obligation bonds are as 
follows: 
 
  

Purpose Interest Rates Amount

Governmental activities:
Ann Arbor District Court 5.4% 165,000$       
Space Plan II 4.65% 1,250,000      
Space Plan IA Refunding 2.0-3.25% 7,670,000      
Head Start Building 2.05-4.75% 2,675,000      

11,760,000$  
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Advance Refundings. During the year, the County issued $11,475,000 of general 
obligation limited tax refunding bonds to provide resources to purchase U. S. 
Government securities that were placed in an irrevocable trust for the purpose of 
generating resources for all future debt service payments of $10,550,000 bonds. As a 
result, the $10,550,000 bonds are considered to be defeased and the liability has been 
removed from the governmental activities column of the statement of net assets. The 
reacquisition price exceeded the net carrying amount of the old debt by $786,730. This 
amount is being netted against the new debt and amortized over the new debt’s life, 
which is the same as the refunded debt. The advance refunding resulted in an 
economic gain of $516,165 and a reduction of $651,604 in future debt service 
payments. 

 
Because the County issued the refunding debt in the above instance, the bond proceeds 
are reported in its financial statements and then, for purposes of the Authority’s 
financial statements, shown as transfers in (i.e., other financing source) and offset by a 
payment to the escrow agent account (i.e., other financing use). The refunded bonds 
will be called and redeemed in their entirety in 2007.  
 
Long-term liability activity for the year ended December 31, 2005 was as follows:  

 
 Beginning   Ending Due Within 
 Balance Additions Reductions Balance One Year 
  
 Bonds payable $ 24,295,000 $ - $ (12,535,000) $ 11,760,000 $ 1,615,000 
 
 Deferred amounts for: 
  Issuance discounts  (45,000)  -  2,500  (42,500)  - 
  Issuance premiums  123,767  -  (13,752)  110,015   - 
  Refunding loss  (415,980)  -  46,220  (369,760)  - 
 
   $ 23,957,787 $ - $ (12,500,032) $ 11,457,755 $ 1,615,000 
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6. ADJUSTMENTS 
 
Following is an explanation of the adjustments between the governmental funds 
balance sheet and the component-wide statement of net assets, which reconciles fund 
balances to net assets: 

 
Fund balances $      790,494   
  
Adjustments:  

Leases receivable are not current financial resources and   
therefore are not reported in the governmental funds  

Leases receivable - County 10,906,128 
Leases receivable - third parties 114,000 

 
Deferred charges for bond issuance costs are currently  
expended in the governmental funds, whereas they are 
capitalized and amortized for net assets 122,912 
 
Bonds payable are not due and payable in the current period 
and therefore not reported in the governmental funds (11,760,000) 
 
Discounts and premiums on bonds are reported as other financing uses  
or sources in the governmental funds, whereas they are capitalized and  
amortized for net assets (netted against bonds payable) (67,515) 
 

    Deferred charges for bond refunding losses are not recognized in the  
governmental funds, whereas they are capitalized and amortized for net  
assets (netted against bonds payable) 
 

 
369,760 

Accrued interest payable on bonds is not recorded by 
governmental funds (125,129) 
  

Net assets  $     350,650   
 

 
Following is an explanation of the adjustments between the governmental funds 
statement of revenues, expenditures and changes in fund balances and the component-
wide statement of activities, which reconciles the net change in fund balances to the 
change in net assets: 
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Net change in fund balances       $ (1,858,499) 
  
Adjustments:  

Amounts received for the payment of certain bond principal and interest  
is recorded in the funds as other financing sources. For the statement of  
activities, the other financing sources are eliminated with that portion of  
the receipts that pertain to bond interest being recognized as   
intergovernmental revenues.  

Intergovernmental revenues            531,482 
Transfers from Washtenaw County, net (2,524,406) 

  
Repayment of bond and note principal is an expenditure in the  
funds, but the repayment reduces long-term liabilities for net assets 1,985,000 
  
Construction costs are recorded as expenditures in the funds, but  
increase leases receivable for net assets 87,847 
  
The issuance of bonds provides current financial resources 
and bond issuance costs, discounts and premiums are a source/use  
of current financial resources. These transactions do not effect net 
assets and therefore are eliminated: 

           Transfers in from Washtenaw County (11,336,730) 
           Payment to refunding escrow agent            11,336,730 

  
Accrued interest expense on bonds and the amortization of  
bond issuance costs and discounts are not recorded by  
governmental funds but are reported under interest and  
fiscal charges for purposes of net assets:  

          Accrued interest expense                   207,422 
          Amortization of bond issuance costs (12,493) 
          Amortization of discount on bonds (2,500) 

              Amortization of premium on bonds                 13,752 
              Amortization of deferred refunding loss (46,220) 
  
Change in net assets  $    (1,618,615)   

 
 

* * * * * * 
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WASHTENAW COUNTY BUILDING AUTHORITY
Combining Balance Sheet - Nonmajor Governmental Funds

December 31, 2005

Debt Capital
Service Funds Projects Funds Totals

  
Assets

Assets
Cash and cash equivalents 13,031$        -$                        13,031$              

Liabilities and Fund Balances

Liabilities
Accrued liabilities -$                  -$                        -$                        

Fund Balances
Unreserved, undesignated 13,031          -                          13,031                

Total Liabilities
and Fund Balances 13,031$       -$                        13,031$             



-13- 

WASHTENAW COUNTY BUILDING AUTHORITY
Combining Statement of Revenues, Expenditures

and Changes in Fund Balances - Nonmajor Governmental Funds
For the Year Ended December 31, 2005

Debt Capital
Service Funds Projects Funds Totals

Revenues
Investment income 454$                  -$                        454$           

Expenditures   
Capital improvements and acquisitions -                         7,924                  7,924          
Debt service:

Principal 525,000             -                          525,000      
Interest and fiscal charges 118,775             -                          118,775      

Total expenditures 643,775             7,924                  651,699      

Revenues over (under) expenditures (643,321)            (7,924)                 (651,245)     
  

Other financing sources (uses)   
Transfers from Washtenaw County 643,736             -                          643,736      
Transfers to Washtenaw County -                         (39,518)               (39,518)       

Total other financing sources (uses) 643,736             (39,518)               604,218      
  

Net change in fund balances 415                    (47,442)               (47,027)       
  

Fund balances, beginning of year 12,616               47,442                60,058        

Fund balances, end of year 13,031$            -$                        13,031$     
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WASHTENAW COUNTY BUILDING AUTHORITY
Combining Statement of Revenues, Expenditures

and Changes in Fund Balances - Nonmajor Debt Service Funds
For the Year Ended December 31, 2005

Ann Arbor Safe
Social House

Services Project Headstart Total

Revenues
Investment income -$                 330$          124$           454$           

Expenditures
Debt service:

Principal 400,000        -                 125,000      525,000      
Interest and fiscal charges 11,612          -                 107,163      118,775      

Total expenditures 411,612        -                 232,163      643,775      
 

Revenues over (under)
  expenditures (411,612)      330            (232,039)     (643,321)     

Other financing sources 
Transfers from Washtenaw County 411,612        -                 232,124      643,736      

Net change in fund balances -                   330            85               415             
   
Fund balances, beginning of year -                   12,611       5                 12,616        

Fund balances, end of year -$                12,941$    90$             13,031$     
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WASHTENAW COUNTY BUILDING AUTHORITY
Combining Balance Sheet - Nonmajor Debt Service Funds

December 31, 2005

Ann Arbor Safe
Social House

Services Project Headstart Total

Assets

Assets
Cash and cash equivalents -$                     12,941$           90$                  13,031$           

Fund Balances

Fund Balances
Reserved for debt service -$                     12,941$           90$                  13,031$           
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WASHTENAW COUNTY BUILDING AUTHORITY
Combining Balance Sheet

Capital Projects Funds
December 31, 2005

Space Space
 Plan Plan
 Phase IA Phase II Total

Assets

Assets
Cash and cash equivalents -$             -$            -$          

Fund Balances

Fund Balances
Reserved for future improvements -$             -$            -$          
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WASHTENAW COUNTY BUILDING AUTHORITY
Combining Statement of Revenues, Expenditures

and Changes in Fund Balances
Capital Projects Funds

For the Year Ended December 31, 2005

Space Space
Plan Plan

Phase IA Phase II Total

Expenditures
Capital improvements and acquisitions 7,924$      -$                7,924$        

         
Other financing uses

Transfers to County (14,518)     (25,000)       (39,518)       

Net change in fund balances (22,442)     (25,000)       (47,442)       

Fund balances, beginning of year 22,442      25,000        47,442        

Fund balances, end of year -$             -$                -$               




